Peoples/Add One

Newsfrom the Illinois Commerce Commission
Voice: Springfield. 217.782.5793  Chicago. 312.814.2850  FAX 217.524.0674   BBS 217.782.9233 http://www.icc.illinois.gov
FOR IMMEDIATE RELEASE


February 5, 2008








Beth Bosch
Brian Sterling
ICC Cuts Peoples Gas Request By $31 Million

Orders Rate Reduction For North Shore Gas
The Illinois Commerce Commission today approved new delivery rates for Peoples Gas Company and North Shore Gas after cutting the Peoples Gas request by $31 million and ordering a reduction in revenues for North Shore Gas.

The Commission found that Peoples Gas, which serves 840,000 residential, commercial and industrial customers in the city of Chicago, proved its case for approximately $71 million.  The company originally requested authorization to collect $102.5 million.
The Commission found that North Shore’s request for approximately $6 million in new revenue should actually be a $213,000 revenue reduction. 
Reductions were made in a number of areas including executive incentive compensation, capital projects, advertising and gas in storage balance.

Among the issues argued in both cases were proposals for multiple riders that would collect revenue for programs ranging from an accelerated cast iron gas main replacement project, energy efficiency incentives and rebates, and “balancing” bad debt accounts. The company also proposed Rider VBA which would “decouple” or separate the utilities’ fixed delivery cost recovery from the amount of gas it sells. Under decoupling, utilities collect revenues based on the determined revenue requirement and make adjustments monthly to “balance” revenues.
The ICC rejected most of the special riders but recognized the importance of implementing an Energy Efficiency rider to allow Peoples Gas and North Shore to recover expenses associated with implementation of the new program. Commissioner Bob Lieberman said the energy efficiency programs are important tools for consumers trying to lower their energy costs through efficiencies, but acknowledged the costs associated with starting such a program. The companies have committed to spend $7.5 million per year on energy efficiency rebates and incentive programs.

The Commission also approved the Peoples Gas and North Shore Gas proposal for Rider VBA, determining that adequate operating revenues are crucial to the provision of safe and reliable energy service. Commission Chairman Charles Box said the Commission believes that it is appropriate to allocate a stable revenue source for the companies’ fixed delivery service costs. He also noted that revenue stabilization removes the utilities’ incentives to promote higher levels of energy consumption. The Commission also reduced the utilities’ allowed revenue to reflect a reduction in risk.
“The Commission recognizes that the companies’ expenses for delivering gas are largely fixed costs,” said Chairman Box. “I believe it is appropriate to provide a predictable source of revenue in order for the companies to provide a safe, efficient and reliable delivery system.” He stressed that customers will only pay for gas they actually use. 
The Commission also adopted several safeguards and review mechanisms involving the decoupling issue in their order.  The program is being approved on a 4-year trial basis. Before the Rider becomes permanent, any interested parties will be able to examine the impact in a new rate case. In addition, the program incorporates all of the safeguards recommended by Commission Staff, including an annual reconciliation of revenues to ensure that the utilities recover no more than what is allowed, the ability of Commission Staff to review the monthly filing before it becomes effective and annual internal compliance audits of the results.

The Commission set the rate of return on rate base for Peoples Gas at 7.76 percent.  The Company requested an 8.25 percent rate of return.  The rate of return on rate base for North Shore Gas was set at 7.96 percent, a reduction from the company’s request of 8.57 percent.
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